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and is N O T  necessarily  a c o m p le te  su m m a ry  o f a ll ava ila b le  m a te ria ls  on th e  s u b je c t. O p in io n s  expressed he re in  d o  n o t necessarily  re fle c t 
In s t i tu te  p o lic y .  R e p ro d u c t io n  o f these m a te ria ls  w ith o u t  p r io r  a pp ro va l o f th e  A IC P A  is p ro h ib ite d .
1FARM CREDIT ADMINISTRATION
"Farm C re d it  System; M erger, C o n so lid a tio n , E tc." i s  th e  t i t l e  o f  a  f i n a l  r u le
prom ulgated  by th e  Farm C re d it  A d m in is tra tio n  Board im plem enting amendments to  th e  
Farm  C r e d i t  A c t o f  1971 (s e e  th e  9 /1 2 /8 6  F ed . Reg., pp . 3 2 4 3 1 -4 8 ). T h is  f i n a l  
r u l e  r e l a t e s  t o  m e r g e r s ,  c o n s o l i d a t i o n s ,  t e r r i t o r i a l  t r a n s f e r s  an d  
c o n se rv a to rsh ip s  and re c e iv e rs h ip s  o f  System i n s t i t u t i o n s .  Of p a r t i c u l a r  i n t e r e s t  
a r e  t h r e e  s e c t io n s  o f  t h e  f i n a l  r u l e  r e l a t i n g  t o  th e  r e s p o n s i b i l i t y  o f  th e  
re c e iv e rs  which in c lu d e  p re p a rin g  an in v en to ry  o f  th e  a s s e ts  and l i a b i l i t i e s  o f  
th e  i n s t i t u t i o n ,  making re g u la r  re p o r ts  to  s to ck h o ld e rs  and conducting  an a u d it. 
The f i n a l  r u l e  s t i p u l a t e s  t h a t  th e  a u d i t  may be  c o n d u c te d  by  th e  Farm  C r e d i t  
A d m in is t r a t io n ,  o r  a t  th e  FCA's d i s c r e t i o n ,  by  a CPA. N o tic e  o f  th e  e f f e c t i v e  
d a te  w i l l  be p u b lish ed  a t  a  l a t e r  tim e . For f u r th e r  in fo rm a tio n  c o n ta c t Gary L. 
Norton a t  703/883-4020.
SECURITIES AND EXCHANGE COMMISSION
Amendments t o  th e  Com m ission's R ules o f  P ra c t ic e , under w hich a d m in is tr a t iv e  
 d is c ip l in a r y  p roceed ings a g a in s t  p ro fe s s io n a ls  p ra c t ic in g  b e fo re  th e  SEC a re
b ro u g h t,  w ere  d i s c u s s e d  a t  a  9 /1 0 /8 6  Open f4 e e tin g . A t t h a t  m e e tin g  th e
Commission decided  to  propose fo r  comment a l t e r n a t iv e  amendments t o  Rule 2(e) (7), 
w h ich  p r e s e n t l y  p ro v id e s  t h a t  p ro c e e d in g s  b ro u g h t u n d e r th e  R ule  s h a l l  be  non­
p u b l i c  u n le s s  th e  C om m ission , on i t s  own m o tio n  o r  a t  th e  r e q u e s t  o f  a  p a r ty ,  
d i r e c t s  o th e r w is e .  The C om m ission  w i l l  see k  com m ents on t h r e e  a l t e r n a t i v e  
am endm ents: 1) To p ro v id e  f o r  R ule 2 (e ) h e a r in g s  t o  be  p u b l ic  u n le s s  th e  
Commission, on i t s  own m otion o r  a t  th e  re q u e s t o f  a  p a r ty , d i r e c t s  o th e rw ise ; 2) 
To p ro v id e  t h a t  h e a r in g s  in  s p e c if ie d  c la s s e s  o f  p roceed ings s h a l l  be p u b lic ; o r 
3) To amend th e  Rule so t h a t  th e  Commission w i l l  de te rm in e  to  h o ld  p u b lic  h e a r in g s  
on a case -b y -case  b a s is .  The Commission w i l l  a ls o  seek comments on w hether Rule 
2 (e) (7) sh o u ld  re m a in  in  i t s  p r e s e n t  fo rm . S tro n g  s u p p o r t  f o r  th e  R ule change 
came from  C o m m issio n er P e t e r s  who a t t r i b u t e d  th e  n eed  f o r  th e  am endm ents to  
ch an g es  in  p u b l i c  a t t i t u d e s  f o r  open g o v e rn m en t and in c r e a s e d  s c r u t i n y  and 
re g u la t io n  o f  th e  accoun ting  p ro fe ss io n . An a tte m p t by Chairman Shad to  make th e  
p ro p o s a l  l e s s  b ia s e d  to w a rd  p u b l i c  h e a r in g s  was u n su ccess fu l, b u t Commissioner 
G rundfest was a b le  to  o b ta in  a  consensus to  in s t r u c t  th e  s t a f f  to  in c lu d e  language 
in  th e  p ro p o sa l reco g n iz in g  reasons fo r  hav ing  th e  p roceed ings rem ain  c lo sed  to  
th e  p u b lic . For fu r th e r  in fo rm a tio n  c o n ta c t P h i l l i p  D. P ark er a t  202/272-2214.
A S ta f f  A ccounting B u lle t in  re g a rd in g  accoun ting  fo r  re se a rc h  and developm ent
arrangem ents was is su e d  9 /11 /86 . The B u lle t in  i s  No. 63 and i s  e n t i t l e d  "Research
and Development Arrangem ents." I t  s t a t e s  th e  s t a f f 's  p o s i t io n  reg a rd in g  th e  
a p p lic a t io n  o f  th e  p ro v is io n s  o f  S ta tem en t o f  F in a n c ia l A ccounting S tandards No. 
68, "R esea rch  and D evelopm ent A r r a n g e m e n t s ," when th e  p a r t i e s  t h a t  fund  an 
e n te r p r i s e 's  re se a rc h  and developm ent a c t i v i t i e s  a re  a f f i l i a t e d  o r  r e la te d  to  th e  
e n te r p r is e  perfo rm ing  th o se  a c t i v i t i e s .  For fu r th e r  in fo rm a tio n  c o n ta c t John A. 
Heyman a t  202/272-2130.
A lso  p u b l is h e d  r e c e n t l y  by  th e  C om m ission  was an  agenda  o f  i t s  open  and 
a n t i c i p a t e d  r u l e m a k i n g  a c t i o n s .  T he  a g e n d a  i s  a  g e n e r a l  a n n o u n c e m e n t  t o  t h e  
p u b lic  in ten d ed  to  p rov ide  advance n o tic e  o f  ru lem aking  a c tio n s . A l i s t  o f  ru le  
rev iew s a n t ic ip a te d  to  be com pleted d u rin g  th e  nex t 12 months i s  a ls o  included . 
P u b lic  comments on in d iv id u a l agenda e n t r ie s  a re  due by 12/31/86. Copies o f  th e  
agenda a re  a v a ila b le  from th e  SEC, O ffice  o f  P u b lic  A ffa ir s ,  450 5 th  S tr e e t ,  N.W., 
Room 1015, W ashington, D.C. 20549, 202/272-2650. For fu r th e r  in fo rm a tio n  c o n ta c t 
W illiam  J .  A tkinson a t  202/272-7100.
2SMALL BUSINESS ADMINISTRATION
The Catalog o f  Completed Research Studies published by the O ffic e  o f  Advocacy o f  the
SBA i s  now ava ilab le . The Catalog l i s t s  more than 200 SBA contracted research
studies completed between 1978 and 1986. The O ffic e  o f  Advocacy i s  respons ib l e 
fo r examining the ro le  o f  sm all business in  the economy and the research studies 
have provided the O ffic e  a fa ctu a l b a sis  to  promote p o lic ie s  th a t strengthen the 
perform ance o f  U.S. sm a ll b u sin e ss , a cco rd in g  to  th e  SBA. The s tu d ie s  co v e r  a 
w ide range o f  to p ic s  in c lu d in g : B u sin ess Form ation, Growth and D e clin e ; 
Competition; Finance, In terest and Credit; Government Procurement and Regulation; 
and Taxes. A copy o f  th e  C a ta lo g  i s  a v a i la b le  from th e  N a tio n a l T e ch n ica l 
In fo rm atio n  S e rv ic e , U.S. Department o f  Commerce, 5285 P o rt Royal Road, 
S p rin gfie ld , VA 22161, 703/487-4650.
TRANSPORTATION, DEPARTMENT OF
The regulation  regarding the c o lle c tio n  o f  accrued u n billed  co st inform ation fo r
Federal highway programs has been rescinded by the Federal Highway Adm inistration 
(see th e  9/12/86 Fed. Reg., p. 32453). T i t l e  31, U nited  S ta te s  Code re q u ir e s  
Federal agencies to  maintain accounting records on an accrual b asis. The States 
are obligated  to  report accrued unbilled  costs  fo r a l l  FHWA Federal-aid  programs 
fo r  th e FHWA's accou n tin g  re co rd s. S in ce  th e  A d m in istra tio n  i s  now a b le  t o  
d evelo p  th e  accou n tin g  c o s t  in fo rm a tio n  in t e r n a l ly ,  th e  q u a r te r ly  r e p o r t in g  
requirement and a re la ted  semi-annual re v ie w  req uirem en t have been e lim in a te d . 
For further inform ation contact Max Inman a t  202/366-0562.
treasury, DEPARTMENT oF
Regulations re la tin g  to  a llo ca tio n s  o f  lo ss  and deduction a ttr ib u ta b le  to  nonrecourse
debt o f  partnerships were rece n tly  approved by the IRS (see the 9/9/86 Fed. Reg.,~
pp. 32061-71). Under th e  f i n a l  r u le s , a l lo c a t io n s  o f  lo s s  and d ed u ction  
a t t r ib u t a b le  to  nonrecourse debt w i l l  be deemed made in  accordance w ith  
p a r tn e r 's  in t e r e s t  in  th e p a rtn e rsh ip  as long a s  fo u r req uirem en ts a re  met. 
F ir s t ,  req uirem en ts t o  m a in ta in  c a p i t a l  a c c o u n ts  and h a v e  l i q u i d a t i o n  
d istrib u tio n s  made in  accordance w ith  c a p ita l account balances must be s a t is f ie d . 
Second, the partnership agreement must provide th a t a llo ca tio n s  o f such lo ss  and 
deduction are made in  a manner th at i s  reasonably con sisten t w ith  a llo ca tio n s  o f  
some o th e r  s i g n i f ic a n t  p a rtn e rsh ip  item  a t t r ib u t a b le  to  p a rtn e rs h ip  p ro p e rty  
securing the nonrecourse l i a b i l i t i e s  (other than minimum gain recognized by the 
p a rtn e rsh ip ). T hird , e i t h e r  th e  req uirem ent r e la t i n g  to  th e  r e s to r a t io n  o f  
partners' d e f ic i t  c a p ita l account balances must be s a t is f ie d , or the partnership 
agreement must contain a "minimum gain chargeback." L astly , a l l  other m aterial 
p a rtn e rsh ip  a l lo c a t io n s  and c a p i t a l  accoun t ad ju stm en ts must be reco g n ized . 
A llocation s not q u alify in g  under th is  sa fe  harbor must be made in  accordance w ith 
th e p a rtn e rs ' o v e r a l l  econom ic in t e r e s t s  in  the partnership. A ddition ally , the 
regulations c la r i f y  that the amount o f a partner's share of minimum gain shall be 
treated  as a lim ited  d e f ic i t  make-up o b ligatio n  fo r purposes o f  the a lte rn a tiv e  
econom ic e f f e c t  t e s t .  The r u le s  are  e f f e c t i v e  fo r  p a rtn e rs h ip  ta x a b le  y e a rs  
b egin n in g  a f t e r  12/31/75. For fu r th e r  in fo rm a tio n  c o n ta c t Mr. John Schm alz a t  
202/566-3297.
3SPECIAL: GAO RECOMMEMDS CHANGES TO REDUCE IRS INREREST PAYMENT COSTS
Taxpayers could rece ive  e a r lie r  refunds and the IRS could achieve in te re s t  savings i f
recommendations made by the General Accounting O ffic e  (GAO) study were acted upon
by th e  C on gress. The GAO made i t s  recom m endations to  the J o in t  Com mittee on
T axatio n  o f  th e  U.S. Congress in  a re p o rt e n t i t le d  "Options fo r  Speeding Tax 
Refunds and Reducing IRS' I n t e r e s t  C o sts."  The re p o rt s t a t e s  th a t  in t e r e s t  
savings could be achieved and some taxpayers issued refunds e a r lie r  i f  the IRS: 1) 
had an in te re s t- fre e  period to  issue refunds claimed on amended returns; 2) issued 
refunds on some amended returns before examining the refund claim ; and 3) had an 
in t e r e s t - f r e e  p erio d  to  is s u e  refun ds on non-incom e-based ta x e s . The GAO 
e stim a te d  th a t  IRS p ro cessed  about 1.5 m il l io n  amended re tu rn s  and "paid about 
$419.4 m il l io n  in  in t e r e s t  on amended retu rn  refun ds d u rin g F is c a l  Y ear 1983." 
Furthermore, GAO reported th a t "$330.3 m illio n  o f th is  in te re st  was for returns 
fo r  w hich IRS does not have an in t e r e s t - f r e e  p ro c e ss in g  p erio d ."  These re tu rn s  
were f i l e d  an average o f  about one y e a r  from th e  tim e th e  o r ig in a l  re tu rn s  were 
f i l e d ,  and th ey  took an average o f  about 81 days to  p ro ce ss . And, a g a in  using 
F isca l Year 1983 data, the GAO estim ated th at in te re st  payments fo r non-income- 
based returns co st the IRS about $3 m illion . Regarding the issuance o f refunds on 
amended re tu rn s , th e GAO noted th a t  th e  refund cou ld  be is su e d  p r io r  to  th e 
d e ta iled  examination o f  the return, w hile the IRS retained i t s  "d iscretion  to  hold 
payment on th o se  re tu rn s  i t  determ ined had a h ig h  p o t e n t ia l  fo r  d isa llo w a n c e ."  
The GAO re p o rt does not s p e c ify  how long th e g ra ce  p e rio d  should be, b u t noted 
t h a t  45 days "would make th e  trea tm en t o f  th e s e  re tu rn s  c o n s is te n t  w ith  th e 
treatm ent o f o r ig in a l income tax  returns." A copy o f the report, GAO/GGD-86-72, 
may be o b ta in ed  b y w r it in g  th e  U.S. G eneral A ccounting O ff ic e ,  P.O. Box 6015, 
Gaithersburg, MD 20877 or by c a llin g  the GAO at 202/275-6241.
For  further information contact Shirley Hodgson or Joseph P e tito  a t  202/872-8190.
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